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Where’s My lowa Refund?
Www.iowa.gov/tax
800-572-3944 (in lowa) or 515-281-4966

Questions About lowa Taxes?

Www.iowa.gov/tax

515-281-3114 or

800-367-3388 (lowa, Omaha, Rock Island, Moline)
idr@iowa.gov

Questions About Federal Income Taxes

Internal Revenue Service:

800-829-1040

WWW.Irs.gov

Are you receiving a refund or filing a
return with no refund and no tax due?

Paper filed returns take weeks to process. If the return
contains errors, it may take an additional six months.
eFile with direct deposit to receive your refund within
days.

For more eFile information, see the Department’s web
site at www.iowa.gov/tax .
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If you mail your return:
Send your return to:

lowa Income Tax - Refund Processing
Hoover State Office Building
Des Moines IA 50319-0120

Are you paying additional tax?

You can pay by credit or debit card or by ePay (free
direct debit) through our Web site, www.iowa.gov/tax, or
mail your return and payment with 1A 1040V Payment
\oucher to:

lowa Income Tax - Document Processing
PO Box 9187
Des Moines IA 50306-9187

Make checks payable to “Treasurer State of lowa.”
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IOWA INDIVIDUAL INCOME TAX 2011 — WHAT’S NEW

LEGISLATIVE UPDATE

The 2011 Legislative Summary is available online only.
Legislative changes are incorporated in the information
below.

Senate File 512 enacted April 12, 2011, House File 652
enacted May 11, 2011, and Senate File 533 enacted on
July 27, 2011 made changes impacting lowa income tax
provisions for tax year 2011.

NOTE: lowa did not couple with the bonus depreciation
provisions allowed for federal tax purposes for the 2011
tax year.

For Individual Income Tax Filers Only:

*Allow itemized deductions in full for high income
taxpayers.

*Maintain increased eligibility for student loan interest
deduction.

« Maintain increased expense amount allowed for the
child and dependent care credit.

* Coupled with federal earned income tax credit

changes.

« Allow teachers to deduct the first $250 of out-of-
pocket expenses for classroom supplies.

* Allow individuals to deduct state sales/use tax in lieu
of state income tax as an itemized deduction.

» Allow a deduction for tuition and fees for higher
education.

« Allow tax free distributions from IRA’s to certain
public charities.

« An exemption applies to all pay received from the
federal government for military service performed
while on active duty status in the armed forces, the
armed forces military reserve, or the national guard.
Employers paying wages that qualify for this
exemption should stop withholding lowa income tax
from those payments immediately.

« Make an adjustment on the 2011 tax year return for
lowa’s coupling with the federal Tuition & Fees
Deduction and Educator Expenses Deduction for 2010.
The taxpayer has the option to amend 2010 or adjust
2011.

For Individual Income Tax Filers as well as Corporate
Income Tax (including S Corporations), Partnership,
Fiduciary and Franchise Tax:

* $500,000 Section 179 asset expensing limit for 2011.

» Make an adjustment on the 2011 tax year return for
lowa’s coupling with the federal Section 179
expensing limit for 2010. The taxpayer has the option
to amend 2010 or adjust 2011.
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SPECIFIC LINE INFORMATION

Step 1 Dependent Child Health Care Coverage: The
indication of whether dependents have health care
coverage is mandatory and must be completed for 2011.
Taxpayers who do not have health care coverage for their
children may be eligible for the state medical assistance
program or the hawk-i program. Dependent children
already covered under the Medicaid or hawk-i programs
are considered to have health care coverage. Those who
indicate they do not have health care coverage will
receive information about these programs.

Step 2 Filing Status: Same-sex married couples must use
filing status 2, 3, or 4 when filing lowa returns. For
additional information, please see lowa Tax Treatment of
Same-Sex Marriages on our Web site.

Line 8 Taxable IRA Distributions - Report the same
amount of taxable IRA distributions as shown on your
federal return. For federal tax purposes, the entire
amount from a 2010 rollover of an IRA (other than a
Roth IRA to a Roth IRA) could have been included in
2010 income. Another option was to include the income
on the federal return in equal amounts in 2011 and 2012.
Whichever option is chosen for federal tax purposes will
also apply to the lowa return.

Line 13 Social Security Worksheet - The phase-out of
tax on Social Security continues with a 67% reduction
established by the lowa Legislature. This is an increase in
the exclusion percentage, which was 55% in 2010. For
more information, see the 2006 Legislative Summary for
SF 2408-C on our Web site.

Line 14 Bonus Depreciation - lowa has not coupled
with 100% bonus depreciation. The section 179 limit for
lowa for 2011 is $500,000.

Line 21 Pension/Retirement Income Exclusion - Only
the pension income of a taxpayer or spouse who meets
the eligibility requirements can be shown on line 21.

Line 24 Adjustments

» College Savings lowa or lowa Advisor 529 Plan:
The deductible amount for tax year 2011 cannot
exceed $2,865 per beneficiary.

* lowa has coupled with the deduction for the value of
health insurance for nonqualified dependents that are
ages 25 or 26.

» Deductions are available for educator expenses for
out-of-pocket expenses and the tuition and fees
deduction claimed on the 2011 federal return.

* Members of the armed forces, armed forces military
reserve and the national guard in an active duty status
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can exclude pay received from the federal
government for military service performed.

» Taxpayers who elect not to amend their 2010 return
for educator expenses for out-of-pocket expenses,
tuition and fees deduction, or section 179 expensing
can claim these deductions for 2011.

* Do not include any deduction for the small business
health insurance tax credit that was not allowed as a
deduction on the federal return.

Line 27 Federal Income Tax Refund Received in 2011

Do not include any part of the refund received from
Earned Income Tax Credit, Additional Child Tax Credit,
First-time Homebuyer Credit, Refundable Education
Credit, Adoption Tax Credit; or Making Work Pay and
Government Retiree Credits.

Line 33 FICA Amount - FICA payments for tax year
2011 in excess of $4,485.60 for Social Security tax for
each person can be deducted as a federal tax payment.

Line 37 Itemized Deductions

« High-income taxpayers do not have to reduce their
itemized deductions for 2011.
The itemized deduction for state sales and use tax in lieu
of state income tax is allowed.
For lowa purposes, the itemized deduction for state sales
and use tax paid is allowed only if the taxpayer claimed
an itemized deduction for state sales and use tax paid on
the Federal return. If a taxpayer claimed state income
taxes as an itemized deduction on the Federal return, or
claimed the standard deduction on the Federal return, the
taxpayer cannot claim an itemized deduction for state
sales and use tax paid on the lowa return.
If one spouse itemizes deductions, then both spouses
must itemize, even if separate lowa returns are filed.
Line 40 Reminder - Charitable Mileage - lowa
charitable mileage formula uses 39 cents.
Line 41 Standard Deduction for tax year 2011:
Filing Status 1: $1,830
Filing Status 3 & 4: $1,830 for each spouse
Filing Status 2, 5 or 6: $4,500
Line 53 Other Nonrefundable lowa Credits
Reminder: Form IA 148 Tax Credits Schedule must be
completed and attached.
Line 58 Reminder - Checkoffs
Child Abuse Prevention Program Fund
Combined: Veterans Trust Fund / Volunteer
Firefighter Preparedness Fund
Others: Fish and Wildlife Fund; lowa State Fair
Foundation
Line 65 Reminder - lowa Earned Income Tax Credit
This credit is 7.0% of the federal Earned Income Tax
Credit. The lowa EITC is refundable.
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Line 66 Other Refundable Credits

Reminder: Form IA 148 Tax Credits Schedule must be
completed and attached.

Line 74 Interest Rate 2012
5% per year; 0.4% per month; 0.013661% per day

OTHER NEWS
DUE DATE: April 30, 2012

Farmers and fishers due date: If at least 2/3 of income
is from farming or commercial fishing, penalty for
underpayment of estimated tax may be avoided in one of
the following ways: (1) Pay the estimated tax in one
payment on or before January 17, 2012, and file the lowa
income tax return by April 30, 2012, or (2) File the lowa
income tax return and pay the tax due in full on or before
March 1, 2012.

Military
» On our web site: benefits and requirements, including

information about extension of time for certain
military personnel to file lowa Income tax returns.

« See Step 1 for information on reporting county and
school district numbers in Step 1.

« See our web site for information on the Military
Spouses Residency Relief Act.

«See line 24 for additional information regarding
changes for 2011.

Payment Options:

ePay (free direct debit) individual income tax
estimated payments and final payment of individual
income tax through the Department’s online eFile &
Pay system free of charge.

Credit / debit card: Fee is charged by the third-party
vendor. Our Web site has information and links.

Check / money order: Send with 1A 1040V payment
voucher.

Power of Attorney Form:

The federal or military power of attorney form is
accepted by the lowa Department of Revenue. You must
write a statement on the federal or military form that
indicates you are submitting it for use with State of lowa
forms. The statement needs to be initialed by the
taxpayer.

Supporting Documentation

« Do not attach supporting information to the 1A 1040.

« Include all necessary supporting information, but do not
staple to the return.

* Place documents in the following order:
1. Check 2. Payment Voucher 3. W-2s/1099
4. 1A 1040 5. Schedules/copy of federal return.
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lowa Individual Income Tax Expanded Instructions for Tax Year 2011

Before Your Begin
Make sure you have received all W-2s, 1099s, and other
tax documents needed to prepare your return.

STEP 1 NAME AND ADDRESS

IMPORTANT: Enter your Social Security Number(s)
in the appropriate boxes on the form. Otherwise we
may not be able to process your return.

FILING PERIOD. If your filing period is other than
calendar year 2011, enter the beginning and ending dates
of your fiscal tax year on the line provided above the
name and address boxes on the return.

NAME AND MAILING ADDRESS. If your name or
mailing address is incorrect, make the corrections directly
on the tax return. If using a foreign mailing address in
place of the domestic city, state, and ZIP, please include
the foreign city, country and ZIP.

IF YOU OR YOUR SPOUSE IS 65 OR OLDER on
12/31/11: Check the box.

COUNTY. If the number on the return is incorrect, enter
the number of the county you lived in as of December 31,
2011.

Nonresidents and part-year residents who moved
out of lowa before December 31, 2011, should enter
“00” as your county number.

Part-year residents who moved into lowa should
enter the number of the lowa county in which you
lived on December 31, 2011.

Military personnel should enter the county number
of their lowa residence, even if the service member is
not physically present in lowa on the last day of the
tax year.

SCHOOL DISTRICT NUMBER. The district to enter
is the one in which you lived on December 31, 2011. This
is not necessarily the district where your children
attended school. Even if you do not have children, you
must enter this number.

Your voter registration card is a good reference for
your school district.

A list of school districts by county can be found
online. If the number on the return is not correct,
make the correction directly on the tax return.

Nonresidents: Those who did not live in lowa at all
during 2011 should enter “0000” for the school
district number. You are not subject to school district
surtax on line 55.
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Part-year residents who moved into lowa should
enter the lowa school district in which you lived on
the last day of 2011. You may be subject to school
district surtax on line 55.

Part-year residents who moved out of lowa before
December 31, 2011, should enter “9999.” You are not
subject to school district surtax on line 55.

Military personnel should enter the school district
number of their lowa residence, even if the service
member is not physically present in lowa on the last
day of the tax year. You may be subject to school
district surtax on line 55.

HEALTH CARE COVERAGE (required entry): In
the box on the upper right corner of the return, indicate
the number of dependent children claimed in Step 3 who
do and do not have health care coverage as of December
31, 2011. Any dependent receiving care through
Medicaid or hawk-i is considered to have health care
coverage.

STEP 2 FILING STATUS

Your filing status on the lowa return is usually the same
filing status as on your federal return. However, married
taxpayers have the option of either filing jointly (status 2)
or filing separately (statuses 3 or 4) on the lowa return,
no matter how they filed on the federal return.

If you and your spouse both have income,
you may pay less tax by filing status 3 or 4.

STATUS 1. SINGLE.

Check filing status 1 if you were unmarried, divorced,
or legally separated on December 31, 2011, and do not
meet the requirements for any other filing status. All
single filers must answer the question, “Were you
claimed as a dependent on another person’s lowa
return?” If this question is not answered, you will
be taxed as a dependent.

STATUS 2. MARRIED FILING JOINT RETURN.

Check filing status 2 if you are married and want to
report your income, deductions, and exemptions
together in one column. Both spouses must sign the
return.

Please note:

a. You must have been married on December 31, 2011,
or

b. If your spouse died during 2011 and you did not
remarry during the year, you may file status 2, 3, or
4.
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Nonresidents and Part-year Residents of lowa who
are married may file status 2, 3, or 4 for their lowa
return even if only one spouse had income from lowa
sources.

Does your spouse have debts that may be
automatically paid (offset) with your refund? Be sure
to read our Injured Spouse information.

STATUS 3. MARRIED FILING SEPARATELY ON
COMBINED RETURN.

Check filing status 3 if you are married and want to
file separately on one return. If you receive a refund, it
will be made payable to both spouses. Both spouses
must sign the return.

Taxpayers using filing status 3 or 4 may have to
prorate (divide) certain items between them on the
return. These items include federal income tax
refunds, additional federal income tax paid, etc. This
information is included with instructions for most
lines of the return.

NONRESIDENTS AND PART-YEAR RESIDENTS
of lowa who are married may file status 2, 3, or 4 for
their lowa return even if only one spouse had income
from lowa sources.

PLEASE NOTE: If married taxpayers file a joint
return or file separately on a combined return, both
spouses are jointly and severally liable for the total
tax due on the return, except when one spouse is
considered to be an innocent spouse under criteria
established pursuant to section 6015 of the Internal

married filing separate returns must use the combined
income of both spouses in determining eligibility for
exemption from tax.

If either spouse has a net operating loss that is carried
back or forward, then the other spouse cannot use the
low income exemption. If the spouse with the net
operating loss chooses not to carry the loss back or
forward, then the other can claim the low income
exemption. A statement must be attached to the return
saying that the spouse with the net operating loss will
not carry it back or forward.

If one spouse itemizes deductions, then both spouses
must itemize deductions, even if separate lowa returns
are filed.

STATUS 5. HEAD OF HOUSEHOLD.

Check filing status 5 if you are filing as head of
household for federal income tax purposes. If you
have a qualifying person living with you who you did
not claim as a dependent on this return, enter that
person’s name and Social Security Number. If you are
filing as qualifying widow(er) with dependent child
for federal income tax purposes, you cannot file as
“head of household” on your lowa return.

STATUS 6. QUALIFYING WIDOW(ER) WITH
DEPENDENT CHILD.

Check filing status 6 if you meet the federal filing
requirements for qualifying widow(er).

STEP 3 EXEMPTIONS

YOU (and spouse if married filing joint)
a. Personal Credit.
If you are filing single (filing status 1), married filing

Revenue Code.

STATUS 4. MARRIED FILING SEPARATE
RETURNS.

Check filing status 4 if you and your spouse file
separate tax returns. Write your spouse’s Social
Security Number, name, and net income in the spaces
provided at the top of the return in Step 2. The
processing of refunds, alternate tax calculations, and/
or low-income exemptions will be delayed without
this information or supporting schedules.

Taxpayers using filing status 3 or 4 may have to
prorate (divide) certain items between them on the
return. These items include federal income tax
refunds, additional federal income tax paid, etc. This
information is included with instructions for each line
of the return.

Nonresidents and Part-year Residents of lowa who
are married may file status 2, 3, or 4 for their lowa
return even if only one spouse had income from lowa
sources.

Married Separate Filers: Married taxpayers filing
married filing separately on a combined return or
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separately on a combined return (status 3) or married
filing separate returns (status 4) or qualifying
widow(er) (status 6), enter “1” in the “Personal
Credit” space.

If you are filing married filing joint (status 2) or head
of household (status 5), you are eligible for an extra
credit and should enter “2” in the “Personal Credit”
space.

Add the number of personal credits and multiply by
$40. Enter this amount on the $ line.

Note: Dependents filing their own returns claim a $40
personal exemption credit even if they are claimed as
a dependent on another person’s lowa return.

. Additional Personal Credit. 65 or older and/or blind:

If you were 65 or older on or before January 1,
2012, you may take an additional personal credit. If
your spouse was 65 or older on or before January
1, 2012, and you are filing a joint return (status 2),
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you may take an additional personal credit for your
spouse.

If you were blind on or before December 31, 2011,
you may take an additional personal credit. If your
spouse was blind on or before December 31, 2011,
and you are filing a joint return (status 2), you may
take an additional personal credit for your spouse.
Add the number of credits for 65 or older and blind
and multiply by $20. Enter this amount on the $ line.

c. Dependents: Consult IRS Publication 17 to learn
who qualifies as a dependent.
Enter the number of dependent children and other
dependents you are claiming for federal income tax
purposes. Add the number of dependent credits and
multiply by $40. Enter this amount on the $ line.
The IRS determines whether or not a person is a
dependent.
Reminder: In the box on the upper right corner of the
return, you must indicate the number of these
dependent children who do and do not have health
care coverage as of December 31, 2011. Any
dependent receiving care through Medicaid or hawk-i
is considered to have health care coverage.

d. Dependent Name(s).

Enter the first name(s) of the claimed dependents.
Also enter their last name(s) if different than yours.
e. Total.
Add the dollar amounts and enter on the TOTAL line
and on line 47, column A.
SPOUSE
(Complete only if married filing separately on a
combined return, filing status 3.)
a. Personal Credit.
Enter “1” in the first space and multiply by $40. Enter
$40 on the $ line.
b. Additional Personal Credit. 65 or older and/or blind:
If your spouse was 65 or older on or before

January 1, 2012, your spouse may take an additional
personal credit.

If your spouse was blind on or before December 31,
2011, your spouse may take an additional personal
credit.

Add the number of credits for 65 or older and blind
and multiply by $20. Enter this amount on the $ line.

c. Dependents:

Enter the number of dependent children and other
dependents the spouse is claiming for federal income
tax purposes. Add the number of dependent credits
and multiply by $40. Enter this amount on the $ line.
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The IRS determines whether or not a person is a
dependent. Consult IRS Publication 17 to learn who
qualifies as a dependent.

Dependent Children Health Care Coverage.
Reminder: In the box on the upper right corner of the
return, you must indicate the number of these
dependent children who do and do not have health
care coverage as of December 31, 2011. Any
dependent receiving care through Medicaid or hawk-i
is considered to have health care coverage.

d. Dependent Name(s)

Enter the first name(s) of the claimed dependents.
Also enter their last name(s) if different than yours.

e. Total.

Add the dollar amounts and enter on the TOTAL line
and on line 47, column B.

Married Separate Filers: You may divide the
number of dependents you claim between you and
your spouse. However, you may not divide any one
dependent between spouses. Each spouse must claim
their own exemption credits and may not claim any
unused part of their spouse’s credit.

STEP 4 GROSS INCOME

If using filing status 3 (married filing separately on a
combined return), complete both columns A and B of the
IA 1040. All other filing statuses complete only column A
(you or joint).

All taxpayers including nonresidents report income from
all sources (unless specifically exempt, such as U.S.
Treasury interest) for the entire year in this section.

NONRESIDENTS and PART-YEAR RESIDENTS must
also complete lowa Schedule 1A 126. Report only lowa-
source income on the Schedule 1A 126, lines 1-26. This
schedule will result in a credit for the amount of tax
based on income earned outside of lowa.

1. WAGES, SALARIES, TIPS, ETC.

Report the same W-2 income as shown on your
federal income tax return, including military income.
See line 24 for allowable military adjustments.

Note: As a result of federal legislation, the
nonresident military taxpayer does not include
military pay on line 1 of the 1A 1040 (nor is it reported
on the 1A 126). In general, this applies to active duty
military and does not include the National Guard or
reserve personnel.

Military Spouses: Be sure to read our information on
the Military Spouses Residency Relief Act.

Married Separate Filers: W-2 income is reported by
the spouse earning the income.
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2. TAXABLE INTEREST INCOME.

Include the same amounts of interest income reported
on your federal return with the following
modifications. Attach a copy of your federal or lowa
Schedule B if total lowa taxable interest is more than
$1,500.

These lists are taken from lowa rules 40.2 and 40.3

A. Add interest from all state and municipal

securities that you own. Also include interest from
state and municipal securities you receive from any
trust or mutual fund.

However, interest from certain lowa state and
municipal securities is exempt from lowa tax and
should not be included on this line.

The following securities are exempt:

Aviation Authority Bonds, lowa Code section 330A.16

Beginning Farmer Loan Program Bonds, lowa Code
section 175.17

Community College Bond Program Bonds, lowa Code
section 260C.71(6)

Community College Residence Halls and Dormitories
Bonds, lowa Code section 260C.61

County Health Center Bonds, lowa Code section
331.441(2)"C"(7)

E911 Emergency Telephone Service Program Bonds,
lowa Code section 34A.20(6)

Interstate Bridges Bonds, lowa Code section 313A.36

lowa Board of Regents Bonds for buildings and
facilities, lowa Code chapters 262.41, 262.51 and
262.60

lowa College Super Savings Plan Bonds, lowa Code
chapter 262A

lowa Higher Education Loan Authority, lowa Code
section 261A.27

lowa Municipality Urban Renewal Bonds, lowa Code
section 403.9(2)

lowa Rural Water District Revenue Bonds and notes,
lowa Code section 357A.15

Local Government Flood Damage Program, lowa
Code section 16.183(4)

Low Income Housing Bonds, lowa Code section
403A.12

Municipal Investment Recovery Bonds, lowa Code
section 16.173(4)

Prison Infrastructure Revenue Bonds, lowa Code
section 16.177(8)
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Regents Institutions Medical and Hospital Buildings at
University of lowa Bonds, lowa Code section 263A.6

Soil Conservation Districts Revenue Bonds, lowa
Code section 161A.22

Quad Cities Interstate Metropolitan Authority Bonds,
lowa Code chapter 28A.24

Sewage Treatment Works Revenue Bonds, lowa Code
section 16.131(6)

Underground Storage Tank Fund Revenue Bonds,
lowa Code section 455G.6(14)

Vision lowa Program, lowa Code section 12.71

Warehouse Project Revenue Bonds, lowa Code
chapter 123.159

IA Utilities Board and Consumer Advocate Building
Bonds, 1A Code section 422.7(45)

Honey Creek Premier Destination Park Bonds, 1A
Code section 463C.12(8).

Appropriation Bonds, 1A Code section 12.87

B. Deduct interest received from federal securities

(for example U.S. Savings Bonds, U.S. Treasury
Notes). Do not subtract interest from repurchase
agreements of U.S. Government securities.

The following are exempt:
a. United States Government obligations: United

States Treasury - Principal and interest from bills,
bonds, and notes issued by the United States Treasury
exempt under 31 USCS Section 3124[a].

Series EE/E, F, G, H, and | bonds
United States Treasury bills

U.S. Government certificates
U.S. Government bonds

g > w b e

U.S. Government notes

. Territorial obligations:

1. Guam - Principal and interest from bonds issued by
the Government of Guam (48 USCS section
1423[a]).

2. Puerto Rico - Principal and interest from bonds
issued by the Government of Puerto Rico (48 USCS
section 745).

3. Virgin Islands - Principal and interest from bonds
issued by the Government of the Virgin Islands (48
USCS section 1403).

4. Northern Mariana Islands - Principal and interest
from bonds issued by the Government of the
Northern Mariana Islands (48 USCS section
1681(c)).
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c. Federal agency obligations:

1. Commodity Credit Corporation - Principal and
interest from bonds, notes, debentures, and other
similar obligations issued by the Commodity Credit
Corporation (15 USCS section 713a-5).

2. Banks for Cooperatives - Principal and interest
from notes, debentures, and other obligations issued

by Banks for Cooperatives (12 USCS section 2134).

3. Farm Credit Banks - Principal and interest from
systemwide bonds, notes, debentures, and other
obligations issued jointly and severally by Banks of
the federal Farm Credit System (12 USCS Section
2023).

4. Federal Intermediate Credit Banks - Principal and
interest from bonds, notes, debentures, and other
obligations issued by federal Intermediate Credit
Banks (12 USCS Section 2079).

5. Federal Land Banks - Principal and interest from
bonds, notes, debentures, and other obligations
issued by federal Land Banks (12 USCS section
2055).

6. Federal Land Bank Association - Principal and
interest from bonds, notes, debentures, and other
obligations issued by the federal Land Bank
Association (12 USCS section 2098).

7. Financial Assistance Corporation - Principal and
interest from notes, bonds, debentures, and other
obligations issued by the Financial Assistance
Corporation (12 USCS section 2278b—10[b]).

8. Production Credit Association - Principal and
interest from notes, debentures, and other
obligations issued by the Production Credit
Association (12 USCS section 2077).

9. Federal Deposit Insurance Corporation (FDIC)
Principal and interest from notes, bonds,
debentures, and other such obligations issued by the
federal Deposit Insurance Corporation (12 USCS
section 1825).

10. Federal Financing Bank - Interest from obligations
issued by the federal Financing Bank. Considered
to be United States Government obligations (12
USCS Section 2288, 31 USCS section 3124[a]).

11. Federal Home Loan Bank - Principal and interest
from notes, bonds, debentures, and other such
obligations issued by any federal Home Loan Bank
and consolidated federal Home Loan Bank bonds
and debentures (12 USCS section 1433).

12. Federal Savings and Loan Insurance Corporation
(FSLIC) - Principal and interest from notes, bonds,
debentures, and other such obligations issued by the
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federal Savings and Loan Insurance Corporation
(12 USCS section 1725[e]).

13. Federal Financing Corporation - Principal and
interest from notes, bonds, debentures, and other
such obligations issued by the federal Financing
Corporation (12 USCS section 2288(b)).

14. Financing Corporation (FICO) - Principal and
interest from any obligation of the Financing
Corporation (12 USCS sections 1441[e][7] and
1433).

15. General Services Administration (GSA) v
Principal and interest from General Services
Administration participation certificates.
Considered to be United States Government
obligations (31 USCS section 3124[a]).

16. Housing and Urban Development (HUD).

* Principal and interest from War Housing Insurance
debentures (12 USCS section 1739[d]).

« Principal and interest from Rental Housing
Insurance debentures (12 USCS section

1747g[a)]).

« Principal and interest from Armed Services
Mortgage Insurance debentures (12 USCS section
1748b[f]).

« Principal and interest from National Defense
Housing Insurance debentures (12 USCS section
1750c[d]).

* Principal and interest from Mutual Mortgage
Insurance Fund debentures (12 USCS section
1710[d]).

17. National Credit Union Administration Central
Liquidity Facility - Income from notes, bonds,
debentures, and other obligations issued on behalf
of the National Credit Union Administration
Central Liquidity Facility (12 USCS section
1795K[b]).

18. Resolution Funding Corporation - Principal and
interest from obligations issued by the Resolution
Funding Corporation (12 USCS sections 1441[f][7]
and 1433).

19. Student Loan Marketing Association (Sallie Mae)
- Principal and interest from obligations issued by
the Student Loan Marketing Association.
Considered to be United States Government
obligations (20 USCS Section 1087-2[1], 31 USCS
section 3124[a]).

20. Tennessee Valley Authority - Principal and interest
from bonds issued by the Tennessee Valley
Authority (16 USCS section 831n-4[d]).
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21. United States Postal Service - Principal and
interest from obligations issued by the United States
Postal Service (39 USCS section 2005[d][4]).

22. Treasury Investment Growth Receipts.
23. Certificates on Government Receipts.

The following are not considered federal securities
and are taxable:

Federal Agency Obligations:

 Building and Loan Associations

¢ Credit Unions, federal or state

e Export-Import Bank of the United States
e Farmers Home Administration

* Federal Agricultural Mortgage Corporation (Farmer
Mac)

* Federal Home Loan Mortgage Corporation (Freddie
Mac) Securities

* Federal Housing Administration
* Federal income tax refunds, interest
* Federal National Mortgage Association

* Federal National Mortgage Association (Fannie Mae)
Securities

* Government National Mortgage Association (Ginnie
Mae) Securities

* Merchant Marine (Maritime Administration)

* Money Market Certificates

* Mortgage Participation Certificates

* Postal Savings Account

e Savings and Loan Associations, federal or State
* Small Business Administration

Obligations of International Institutions:

e Asian Development Bank

* Inter-American Development Bank

¢ |nternational Bank for Reconstruction and
Development (World Bank)

Other Obligations:
* Washington D.C. Metro Area Transit Authority

Married Separate Filers: Divide interest income based
on ownership of the account or certificate.
* Jointly held: Divide equally between spouses.

* Held in the name of only one spouse: Allocate interest
wholly to that spouse.

3. ORDINARY DIVIDEND INCOME.

Include a copy of your federal or lowa Schedule B if
your lowa taxable dividends are more than $1,500.
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Report the same dividends as you reported on your
federal return with the following modifications:

a. Add all dividends from mutual funds, investment
trusts, or regulated investment companies investing
in state and municipal bonds.

b. Deduct that portion of any net dividends from a
mutual fund, investment trust, or regulated
investment company that is attributable to direct
federal securities. You cannot take this deduction
unless you are provided a statement from the fund
giving the percentage of net dividends attributable
to direct federal securities. A copy of the statement
must be attached to the return to take this
deduction.

Interest income from repurchase agreements
involving federal securities cannot be deducted.

Married Separate Filers: Divide dividends based on
registered ownership of stock.

« Jointly held: Divide equally.

 Held in the name of only one spouse: Allocate
dividends wholly to that spouse.

4. ALIMONY RECEIVED.

Include the same alimony as shown on your federal
return.

Married Separate Filers: Reported by the spouse
who received the alimony.

5. BUSINESS INCOME/(LOSS)

Report the net business income or loss from federal
Schedule C or C-EZ. Include a copy of the federal
form.

The 1A 4562A may need to be completed if the
taxpayer claimed the bonus depreciation/section 179
deduction on the federal return. For more information
on bonus depreciation/section 179, see information on
line 14.

If one spouse has a loss, the couple may want to
determine if filing status 2 is to their advantage.

Married Separate Filers: Reported by the spouse
deriving the income or loss.

6. CAPITAL GAIN/(LOSS).

Enter 100% of any capital gain or loss as reported on
line 13 of your federal 1040. Do not subtract any lowa
capital gain deduction for certain business/farm assets
only on this line; the lowa capital gain deduction is
taken on line 23 of the 1A 1040.

lowa tax law generally follows the federal guidelines
on the exclusion of gain on the sale of a principal
residence.
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A copy of your federal Schedule D must be included
with this return if required for federal.

Married Separate Filers:

Taxpayers who filed separate federal returns should
report capital gain or loss as reported for federal tax
purposes.

If a joint federal return was filed, each spouse must
report capital gain on the basis of ownership of the
property sold or exchanged. The combined net capital
gain or loss must be the same as reported on the joint
federal return.

If a joint federal return was filed and both spouses
have capital losses, each spouse may claim up to a
$1,500 capital loss plus any unused portion of their
spouse’s $1,500 loss limitation. If both spouses are
reporting capital losses, the sum of both spouses’
losses may not exceed $3,000.

7. OTHER GAINS/(LOSSES).

If you sold or exchanged assets used in a trade or
business and completed federal form 4797, enter
100% of the gain or loss as shown on line 14 of the
federal 1040. Include a copy of federal form 4797.

Married Separate Filers: Divide gains or losses
based on ownership of the asset sold or exchanged.

8. TAXABLE IRA DISTRIBUTIONS.

Enter the amount of taxable IRA distributions as
shown on your federal return. Taxpayers age 70%2 and
older can distribute up to $100,000 from their
individual retirement account to certain charitable
organizations without including the distribution in
gross income.

Current traditional IRA owners may convert or “roll
over” amounts from existing traditional IRAs to a
Roth IRA. However, any taxable amounts that you
transfer from an existing traditional IRA to a Roth
IRA must be included as income for tax purposes.

For federal tax purposes, the entire amount from a
2010 rollover of an IRA (other than a Roth IRA to a
Roth IRA) could have been included in 2010 income.
Another option was to include the income on the
federal return in equal amounts in 2011 and 2012.
Whichever option was chosen for federal tax purposes
will also apply to the lowa return.

Note: The pension/retirement income exclusion is not
to be taken on this line. Qualified taxpayers will take
the pension/retirement income exclusion on line 21 of
the 1A 1040.

Married Separate Filers: Taxable IRA distributions
should be reported by the spouse whose name is on
the account.
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9. TAXABLE PENSIONS AND ANNUITIES.

The same amounts of pensions and annuities are
taxable for lowa as are taxable for federal.

If you are a state or local government employee who
retired after December 31, 1994, your taxable
pensions and annuities on your lowa return may be
different than on your federal return. In these cases,
see the 1099-R issued by IPERS (lowa Public
Employees Retirement System), for the taxable
amount.

Railroad Retirement benefits paid by the Railroad
Retirement Board are not taxable on the lowa return.
These benefits should not be included on this line.

The pension/retirement income exclusion is not
taken on this line. Qualified taxpayers will take the
pension/retirement income exclusion on line 21 of the
IA 1040.

Married Separate Filers: The taxable portion of
pensions and annuities is reported by the spouse who
received the income.

10. RENTS, ROYALTIES, PARTNERSHIPS,
ESTATES, ETC.

Report the income or loss from federal Schedule E.
Any modifications to federal partnership income and/
or S corporation income should be shown on line 14
or line 24 of the IA 1040. Include a copy of federal
Schedule E.

Married Separate Filers: Divide income or loss
from Schedule E based upon ownership of the asset-
producing income or partnership interest or individual
named as beneficiary.

11. FARM INCOME/(LOSS).

Enter the income or loss from federal Schedule F.
Include a copy with your lowa return.

The 1A 4562A may need to be completed if the
taxpayer claimed the bonus depreciation/section 179
deduction on the federal return. For more information
on bonus depreciation/section 179, see line 14.

Married Separate Filers: Farm income must be
reported by the spouse who claims it for self-
employment tax purposes on the federal Schedule SE.

If the other spouse claims a share of the farm income,
then that spouse must attach a worksheet showing
how that share was determined based on capital
contribution, management and control, and services
rendered.

12. UNEMPLOYMENT COMPENSATION.

Enter the amount of unemployment compensation
benefits that was taxable on your federal return with
the following modification:
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» Do not include unemployment compensation and
sickness insurance benefits paid by the Railroad
Retirement Board.

Married Separate Filers: If both spouses received
unemployment benefits, each of the spouses should
report the benefits received as shown on the 1099-G
for each spouse.

13. TAXABLE SOCIAL SECURITY BENEFITS.

lowa does not tax Social Security benefits in the same
manner as the Internal Revenue Service. To compute
the amount of Social Security benefits that are taxable
to lowa, complete the worksheet below.

The worksheet below calculates the 2011 67% phase-
out on Social Security benefits established by the

lowa Legislature. For more information, see the 2006
Legislative Summary for SF 2408-C on our Web site.

SOCIAL SECURITY WORKSHEET

1. Enter the amount from Box 5 of form(s)
SSA-1099. If you filed a joint federal
return, enter the totals for both spouses.
Do not include Railroad Retirement
benefits from form RRB-1099 here. . 1.

2. Enter one-half of line 1 amount. ...... 2.

3. Add amounts from the federal 1040 on
lines 7, 8a, 9a, 10 through 14, 15b, 16b,
17 through 19, and 21, plus one-half of
any Railroad Retirement Social Security
benefits from RRB-1099.* If filing federal
1040A, use lines 7, 8a, 9a, 10, 11b, 12b,
and 13, plus one-half of any Railroad
Retirement Social Security benefits from
RRB-1099. Include any bonus deprecia-
tion/section 179 adjustment from line
14 of the lowa 1040 to compute

correct amount. ........coceeeevieeeeiiieeeene, 3.
4. Enter the amount from line 8b of your
federal 1040 or 1040A. ......cccoevveene.. 4,
5.Add lines 2,3, and 4.......cccovvvvevernnn. 5.

6. Enter total adjustments from federal
1040, lines 23 through 32, plus any
write-in adjustments you entered on
the dotted line next to line 36. If
filing federal 1040A, use the total
of lines16 and 17. .....cccccovvvvviiriennn. 6.

7. Subtract line 6 from line 5............... 7.

8. Enter one of the following amounts
based on the federal filing status
used on form 1040 or 1040A. ........... 8.
» Single, head of household,
qualifying widow(er): enter $25,000.

« Married filing joint: enter $32,000.
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» Married filing separate: enter -0- if you
lived with your spouse at anytime in 2011
or $25,000 if you did not live with your
spouse at any time in 2011.

9. Subtract line 8 from line 7. If zero or less,

enter -0-. If line 9 is zero, none of the
Social Security benefits are taxable. . 9.

10. Enter one-half of line 9. ................... 10.
11. lowa Taxable Social Security

benefits before Phase-out: Enter the
smaller of line 2 or line 10. ............... 11.

12. lowa Taxable Social Security Phase-

out: Multiply line 11 by 67% (.67). ..12.

13. lowa Taxable Social Security after

Phase-out (Reduced lowa Taxable
Social Security): Subtract line 12

from line 11 and enter here and on

line 13 of form IA 1040. ................... 13.

Bonus Depreciation / Section 179: lowa taxpayers
who received Social Security benefits in 2011 and
claimed bonus depreciation / section 179 on their
federal returns may have to recompute their taxable
benefits on the worksheet.

Those who need to recompute the taxable Social
Security benefits should add the adjustment from line
5 of Schedule 1A 4562A to the other amounts shown
on line 3 of the Social Security Worksheet from the
federal return and the RRB 1099. The rest of the form
is then completed with the amounts normally used to
complete the worksheet from the federal 1040 or
1040A.

Include the following incomes or adjustments to
income on line 3 if applicable. (These were
excluded from federal AGI.):

» foreign-earned income

* income excluded by residents of Puerto Rico or
American Samoa

* proceeds from Savings Bonds used for higher
education and

» employer-provided adoption benefits.

Although Railroad Retirement benefits are not
taxable, one-half of the benefits received must be used
to determine the amount of Social Security benefits
that are taxable to lowa. For purposes of determining
taxable Social Security benefits, you must also include
interest from federal securities.

Married Separate Filers:
* |If both spouses received Social Security benefits,
the taxable amount is allocated betwee